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| am honored to have this opportunity to appear before the Subcommittee. | testify today on my
own behaf as a concerned observer of the patent system.

The Subcommittee has gppropriately identified patent qudity as a crucia issue of contemporary
patent adminigration. Government, industry, academia and the patent bar dike have long indsted that the
USPTO approve only those patent gpplications that describe and dam a patentable advance. Qudity
patents are, in short, vaid patents. Such patents may be reliably enforced in court, congstently expected
to surmount vaidity chalenges, and dependably employed as atechnology transfer tool. Quaity patents
fortify private rights by making their proprietary uses, and therefore their vaue, more predictable. They
a o daify the extent to whichothers may approach the protected invention without infringing. Thesetraits
inturnsrengthen the incentives of private actorsto engage invaue-maximizing activities such asinnovetion
or commercia transactions.

In contrast, poor patent qudity is sad to hold deleterious consequences. Large numbers of
improvidently granted patents may cregte in terrorem effects on entrepreneurship, ranging from holdup
licenang to patent thickets. They aso create duplicative, dedl-killing transaction costs, as potential
contracting parties must revist the work of the USPTO in order to assessthe vaidity of issued patents.
Poor patent quaity may also encourage activity that is not socidly productive. Attracted by large damages
awards and a porous USPTO, rent-seeking entrepreneurs may be attracted to form speculaive patent
acquisition and enforcement ventures. Industry participants may aso be forced to expend considerable
ums on patent acquisition and enforcement. The net results appear to be reduced rates of innovation,
decreased patent-based transactions, and higher prices for goods and services.

Unfortunately, despite extraordinary effortsby the USPTO to improve patent qudity, the problem
remans. Persstent accounts suggest that patent quaity remains at less than optimd levds. Many of the
causes of this state of affairs are beyond the control of the USPTO. Strict Federa Circuit standards for
rejecting applications, soaring gpplication rates, lean fiscd policies and an increasingly ambitious range of
patentable subject matter are among the difficulties faced by the USPTO in achieving a rigorous leve of
review. Legidative reformsmay toalongway towardsincreasing the stringency of USPTO review, to the
ultimate benefit of industry and consumer dike.



Inmy view, the two most profitable mechanisms for improving patent qudity involve: (1) amodest
expanson of the respongbilities of patent applicants, and (2) increased engagement of members of the
public. Firg, as the grant of a patent provides innovators with a powerful commercia tool, many of us
believe that applicants should bear commensurate responsibilities. Second, the USPTO should be better
able to employ “private patent examiners’ to assist inexaminaiontasks. Because the reforms considered
today work towards these godls, | favor their serious consideration.

Promotion of Third Party Submissions and Inter Partes Reexamination. | believe that
increased receptivity to third party submissonswill dlow the USPTO to take advantage of the knowledge
of interested members of the public, and therefore support this proposal wholeheartedly. As wel, there
iswidespread agreement that inter partesreexaminationhasnot successfully shifted patent chalengesfrom
the courts to the USPTO. As origindly enacted, its gpped provisons were too limited, its subgstantive
scope too narrow, and its estoppd provisons excessve. Previous legidation has solved the problem of
its gppedl provisons, | agreethat it istime bothto include § 112 asabasisfor provoking an inter partes
reexamination, aswell asto limit the potentiad estoppd effects of invoking this proceeding. | would also
encourage the Subcommittee to consder expanding the subgtantive basis for ex parte reexamination to
mirror thet of inter partes reexamingtion.

Mandatory Prior Art Searches. A compelled applicant prior art search is not only adesirable
reforminaneraof dminishing USPTO resources, but one that comportswithexiding patent policies. The
patent system aspires to send technologists to “libraries, not [aboratories’: firms are encouraged to consult
the prior art and patent literature before completing expensve R&D in order to see whether a desired
technology dready exists. A mandatory prior art search fully comports with thisgod. Patent gpplicants
aready indude such statements when submitting foreign languege references for which a complete
trandation is unavailable,* so this proposal is not so mucha sweeping reform but an expansion of existing
duties. Statements of relevance must aso discourage the current, counterproductive strategy of some
patent applicants, inwhichthey submit hundreds of referencesand leave the USPTO examiner to sort them
out.

Preiminary Injunctions. | encourage clarification of this proposd. The four traditiona
preliminary injunction Sandards are:

(1) whether the plaintiff will probably succeed on the merits,

(2) whether irreparable harm to the plaintiff would result if the injunction is not granted:;
(3) the balance of harms between the plaintiff and defendant if the injunction is alowed;
and

(4) whether the injunction will have an impact on the public interest.

The current proposal would compel consideration of five additiond factors, which currently are probably
subsumed within the second, “irreparable harm” factor, and the fourth, “public interest” factors. It is not

137 C.F.R. § 1.98(a8)(3)(jii).



entirdy clear whether this legidation would create a nine-factor test or amply flesh out the second and
fourth factors. Although lists of factorsin the law tend not to specify the exact rdaionship between the
different factors—they are more alist of ingredients than a recipe — the fact that these factors are stated
separatedy suggests that they are of equd dignity and worthy of equal consideration.

Declaratory Relief and Offers to License. The current proposal statesthat any communication
by apatent owner sufficient to create ligbility for willful infringement would a so createdecl aratoryjudgment
juridiction. The gpparent policy goa of thisproposd isquite sound: patent proprietors should not be able
to cause concernover enhanced damages without dlowing the patent to beimmediately chdlengedin court.
However, declaratory judgment jurisdiction rests upon the congtitutiona requirement of an actual case or
controversy, a standard that Congress cannot readily legidate around. | would encourage the
Subcommittee to achieve the same policy god by pursuing the opposite tack: unless the patentee makes
acharge of infringement sufficent to invoke declaratory judgment jurisdiction, then there can beno lidhility

for willful infringement.

Additional Reforms. | encourage the Subcommittee to continue thinking creatively about
solutions to our patent quality problem. | believe that the extent of current patent qudity problems, aswel
astheincreaangly difficult circumsances the USPTO appears likdy to find itsdf in the future, merit the
establishment of an Office of Patent Quality Review. This office could devel op measures of patent quality,
bothinterms of the examination process and issued patents. | believe that such an office should not exist
withinthe USPTO or the Department of Commerce, but rather the Federal Trade Commission, anagency
with experience and expertise in competition law and consumer affairs.

Thank you for the opportunity to testify today.



